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Fiscal 1973 Highlights 


Operations — For The Fiscal Year 

Net Sales and Revenues . 

Income from Continuing Operations . 

Net Income . 

Amounts Per Share and Share Equivalents: 
Income from Continuing Operations .. 

Net Income . 

Dividends Per Share . 

Financial Position — At Fiscal Year End 

Current Assets . 

Current Liabilities . 

Working Capital . 

Stockholders’ Equity . 


1973 

1972 

$72,837,000 

$58,805,000 

2,624,000 

2,358,000 

2,674,000 

2,307,000 

.59 

.51 

.60 

.50 

.02 

— 

$23,831,000 

$27,888,000 

15,640,000 

18,997,000 

8,191,000 

8,891,000 

14,367,000 

12,505,000 


Sales and 
Revenues 

75 Millions of Dollars 
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Samuel J. Krasney 


-—uni, To Our Stockholders 

BOsmtss 

The year ended June 30 was an outstanding one for Banner Industries. 
Highlights of fiscal 1973 were: 

• Record revenues totaling $72,836,789, an increase of 24 per cent over 
the $58,804,759 of the preceding year. 

• Record earnings per share of 60 cents, up 20 per cent over the previous 
high of 50 cents in fiscal 1972. Net income, amounting to $2,673,901, also 
was a record and was 16 percent above the $2,307,346 of the preceding year. 

• Income from continuing operations, excluding results from the operations 
of two units sold during the year, rose to $2,623,731, an increase of 11 
per cent over the comparable figure of $2,358,377 in fiscal 1972. 

• Improvement in our over-all financial position, with long-term debt 
reduced to $10,873,636, down about $4,500,000 from the year-ago level and 
44 per cent less than the $19,504,798 of four years ago. Stockholders’ 
equity rose to $14,366,536, equal to $3.31 per share. 


A principal management objec¬ 
tive has been the improvement of 
the company’s financial position, 
and much was achieved in fiscal 
1973. In addition to the significant 
debt reduction and increase in 
stockholders’ equity, which improved 
our debt to equity ratio, we converted 
a term loan to a revolving line of 
credit of up to $4,200,000 at lower 
interest rates of one-half to one 
per cent over the prime rate. 

Two other important develop¬ 
ments of the year were the sales of 
the Patterson-Golden Anderson 
Division and Misceramic Tile, Inc. 
in the fourth quarter of fiscal 1973. 

The cash proceeds from these 
transactions, which amounted to 
approximately $4,200,000, were used 
to reduce debt, substantially lower¬ 
ing our interest expenses and 
improving our cash flow. This in turn 
should help increase the rate of 
return on stockholders’ equity and 
the ratio of net income to revenues. 
Although the two operations com¬ 
bined produced about $10,000,000 
in annual sales, their combined con¬ 
tribution to earnings was negligible. 

Return on stockholders’ equity 
in fiscal 1973 was 20 per cent. 
Working capital at year-end totaled 
$8,191,291. Current assets of 
$23,831,689 were 1.5 times 
current liabilities. 

The Year’s Operations 

Fiscal 1973 results reflect 
full-year sales and earnings of four 


fiscal 1972 additions: Thompson 
Aircraft Tire Corporation, acquired 
in the last quarter of fiscal 1972; 
Banner Aircraft’s Commercial 
Division, established in the third 
quarter of fiscal 1972; our line of 
heavy duty lift trucks, which came 
on stream in the second half of fiscal 
1972; and the Baldwin-Lima- 
Hamilton pump line, purchased dur¬ 
ing the second quarter of fiscal 1972. 

Motor freight operations con¬ 
tinued to be the largest single 
contributor to total revenues and 
income. But, significantly, one of the 
two other major areas of our 
business, specialized products for 
industry, was very strong and 
increased its proportionate contri¬ 
butions to earnings. The third major 
area, aviation aftermarket products, 
fell somewhat short of our earnings 
expectations, largely because of 
expenses associated with the 
start-up of a newly-acquired aircraft 
tire retreading facility at Atlanta, 
Georgia and the temporary decline 
in demand for aviation replacement 
parts in the Far East. We believe, 
however, that the earnings of the 
aviation aftermarket products group 
will improve in the year now underway 
and expect this segment to show the 
best percentage growth rate among 
our three groups. We have expanded 
aviation aftermarket operations by 
opening offices in the United 
Kingdom and Italy. 

During fiscal 1973, Skinner 
Engine Division, producer of turbines, 
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intensive mixers and pumps, and 
Technical Devices Division, which 
manufactures specialized equipment 
for the electronics industry, per¬ 
formed outstandingly in terms of 
sales and earnings. 

Fate-Root-Heath, which manu¬ 
factures locomotives, extruders and 
lift trucks, and Acimet Manufacturing, 
producer of industrial fasteners, 
and Dubie-Clark, custom metal 
fabricator, each had a good year. 

In addition, fiscal 1973 results reflect 
the continued growth of our Banner 
International subsidiary and our 
Thompson Aircraft Tire retreading 
operations in Belgium. 

Despite rising costs which were 
not fully offset by rate increases 
during the year, Commercial Motor 
Freight was able to record an 
operating ratio of 90.3, which ranks it 
as one of the nation’s most efficiently 
operated Class I common carriers. 

To accommodate the increased 
demand for Skinner Engine products, 
we are enlarging our Dubie-Clark 
plant at Toccoa, Georgia and will 
transfer pump manufacturing 
operations there from Skinner’s 
plant at Erie, Pennsylvania. 

The expansion is being financed 
through the sale of $1,700,000 in 
industrial revenue bonds. 

During the year we opened a 
new 54-door Commercial Motor 
Freight terminal at Dayton, Ohio and 
an 18-door terminal at Pittsburgh, 
Pennsylvania. We also acquired 
additional operating authorities 
which expand our motor freight 
marketing opportunities. 

International activities are 
becoming increasingly important to 
us. The climate for world trade is 
good, and we are intensifying efforts 
to attract more customers for Banner 
products and services abroad. In 
addition to licensees in Japan and 
Europe, we have a new licensee in 
Brazil for our ceramic extrusion 
equipment and we are in the process 
of establishing other licensees for 


our various product lines elsewhere 
in the world. 


The Outlook 

We are building a unified 
organization in businesses which we 
believe offer long-term growth 
opportunities. We operate the largest 
intra-state motor freight carrier 
in Ohio, and we are one of the leading 
suppliers of retreaded aircraft tires 
in the world. We rank high among 
the world’s top manufacturers of 
small locomotives and large lift 
trucks and are an important supplier 
of other selected products for 
industry. 

We also look to further ex¬ 
pansion through acquisition of 
organizations and product lines 
which reflect good management and 
profit performance, and have 
product, marketing, or manufacturing 
characteristics compatible with 
those of Banner’s present organiza¬ 
tions. Our objective is to continue 
the trend established over the past 
four years with continued improve¬ 
ments in profits and return on 
stockholders’ investment. 

We believe that our prospects 
for the year now underway are good. 
Our manufacturing order backlog 
stands at a record $12,500,000, 
up about 50 per cent over the 
comparable figure a year ago, and 
we expect sales and revenues and 
earnings to surpass the record levels 
of the year just completed. 

As always, we take pleasure in 
expressing appreciation to 
employees, management, directors, 
stockholders, customers and 
suppliers for their support in making 
fiscal 1973 another year of achieve¬ 
ment for Banner Industries. 


Samuel J. Krasney U 

Chairman of the Board and 
Chief Executive Ofiicer, President 

September 26, 1973 
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Commercial Motor Freight, one of the nation's top 100 Class I common 
carriers, provides prompt, reliable service to shippers throughout a five-state 

area, concentrating principally in Ohio. 



























































Review of Operations 


In fiscal 1973, motor freight 
accounted for $39,745,000 or 55 per 
cent of total company revenues; 
manufacturing of industrial products 
represented $21,282,000 or 29 per 
cent of sales and revenues; and the 
remaining $11,810,000 or 16 per cent 
was derived from the sale of aviation 
aftermarket products. These oper¬ 
ating groups generated 60 per cent, 
34 per cent, and six per cent, 
respectively, of pre-tax operating 
profits for the year. 

Our industrial products and 
aviation aftermarket operations 
include for the first time full-year 
sales and earnings contributions from 
the heavy duty industrial lift truck 
line, the medium to large pump lines, 
Thompson Aircraft Tire, and Banner 
Aircraft's Commercial Division, 
all added during fiscal 1972. We 
expect growth in these two segments 
of our business to provide a better 
correlation between the percentage 
of sales and profit contributions 
of each of our three product/service 
categories. 

Motor Freight 

Commercial Motor Freight 
enjoyed a successful year, benefiting 
from improved economic conditions 
in its service areas. CMF’s operating 
ratio of 90.3 (the ratio of operating 
expenses to revenues and, therefore, 
the lower the better) also attests 
to the high level of efficiency 
achieved in its operations. The esti¬ 
mated operating ratio of the motor 
freight industry as a whole is 
approximately 95. 

As another measure of our 
stature in the motor freight industry, 
Commercial Motor Freight, while 


ranking 75th in total revenues, had 
the 13th best operating ratio among 
the top 100 Class I carriers in the 
United States for the calendar 
year 1972. 

CMF’s operating authorities 
extend through a five-state area, 
concentrating principally in Ohio. 

With 23 terminals in Ohio, West 
Virginia, Indiana, and Pennsylvania, 
CMF provides direct daily sen/ice to 
some 1300 communities. 

Historically, less than truckload 
(LTL) freight has been a good source 
of growth because we have the 
terminals, equipment, and personnel 
to process it profitably. We experi¬ 
ence little fluctuation in our mix 
of LTL freight (defined by the 
Interstate Commerce Commission as 
less than 10,000 pounds) and full 
truckload business. 

LTL shipments accounted for 
87 per cent of total revenues, 98 per 
cent of the more than 2,000,000 
shipments, and 68 per cent of the 
1,038,000 tons hauled in calendar 
1972. On the average, each LTL 
shipment weighed 701 pounds while 
average weight per shipment of full 
truckload freight amounted to 26,905 
pounds. During the year, CMF’s 
average length of haul per shipment 
was equal to 145 miles. 

Increased Service 

CMF continued to broaden service 
with the acquisition of a Cincinnati, 
Ohio irregular certificate. This new 
operating authority permits direct 
service between Cincinnati and any 
point in Ohio over any route, thus 
enlarging the geographic area of 
direct single-line service CMF 
can offer its customers. 


To keep pace with growing 
traffic needs, a 54-door terminal in 
Dayton, Ohio which replaces two 
smaller facilities in Dayton and 
Springfield, was opened and an 
18-door terminal was established in 
Pittsburgh, Pennsylvania. Future 
terminal expansions or additions are 
under consideration for other 
points in Ohio. 

Our road fleet consists of 238 
diesel-power linehaul tractors, 917 
40-foot semi-trailers, and 135 
35-foot semi-trailers. The city fleet 
includes 329 tractors, 95 trucks, 
eight 40-foot trailers, and 222 trailers 
of varying lengths under 40 feet. 

Improving Productivity 

Two freight rate increases 
granted in fiscal 1973 were intended 
to offset wage increases. Another 
freight rate increase was granted 
CMF in August of 1973 as a result of 
the contract wage increase of 
July 1, 1973. 

Not reckoned with, however, 
are the steadily rising prices of 
goods such as fuel and services 
required to conduct a motor freight 
business. To combat these infla¬ 
tionary pressures, the thrust of our 
efforts has been and continues to be 
directed to increasing productivity 
and efficiency in every phase of our 
Commercial Motor Freight operation. 

CMF continues to step up 
computer utilization to reduce time 
required to process vast volumes of 
paper work and to develop computer 
programs for more comprehensive 
management reporting and 
operating statistics. 


At this steel rolling mill, our heavy duty industrial lift trucks are used 
extensively to move, hold, and turn material weighing up to 50 tons. 
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Banner Product/Service 
Categories 


Fiscal 1973 Sales and Revenues 



Fiscal 1973 Pre-Tax Earnings 
From Continuing Operations 



Expanding Markets 

Skinner Engine's market 
participation for steam and gas 
turbines, intensive batch production 
mixers, and pumps continued to 
expand as sales of these products 
rose to record levels. 

Marine equipment markets were 
good sources of increased bookings 
for turbines, particularly aboard 
liquid cargo vessels to drive cargo 
pumps and auxiliary equipment. 

Our technology in this field affords 
us opportunities to pursue additional 
turbine business in other marine 
applications. 

In addition to petrochemical 
plants and refineries, another 
promising area is the pulp and paper 
industry, where our turbines are 
used in conjunction with such 
equipment as white water pumps and 
paper mill drives. Markets for air 
conditioning equipment also can be 
expected to have a growing influence 
on turbine orders as more and more 
industrial companies move to 
provide year-round controlled 
comfort conditions in their plants. 

Our intensive batch type 
production mixers are used exten¬ 
sively in the manufacture of rubber, 
asphalt tile, and plastic products. 

The steady growth throughout these 
industries in recent years has 
produced a strong market for these 
precision machines, which transform 
the raw materials into a form suitable 
for processing into finished goods. 

Additional Capacity 

At year-end, steps were under¬ 
way to provide additional turbine 
and intensive mixer production 


capacity and to expand manufac¬ 
turing facilities for our pump lines. 

In this connection, all pump manu¬ 
facturing operations will be shifted 
from Skinner Engine in Erie, 
Pennsylvania to Dubie-Clark in 
Toccoa, Georgia where construction 
has started on a 19,000 square-foot 
addition to the plant. 

As part of this expansion 
program at Dubie-Clark, our new 
pump operations will include a 
sophisticated test center capable of 
testing virtually any size pump in 
use today. Projected for completion 
late in 1973, we expect to begin to 
realize the benefits of this move 
during the second half of fiscal 1974. 

Banner through Fate-Root- 
Heath continues to capitalize on its 
marketing position as a supplier of 
many types of material handling 
equipment. Our locomotives for 
industrial, mining, and tunneling 
applications, as well as our heavy 
duty industrial lift trucks, are essential 
equipment for a variety of 
industries worldwide. 

Overseas markets for Plymouth 
locomotives continued to grow 
during the year and accounted for 
approximately 40 per cent of total 
locomotive business booked as 
against 30 per cent a year ago. This 
increase was attributable in large 
measure to increased international 
road, water, and sewage tunnel 
construction, and mining and 
industrial applications where mate¬ 
rials are moved by rail. 

Our successful experience in 
supplying locomotives to foreign 
railways has led us to solicit 
additional orders from overseas 


Commercial airlines worldwide represent a growing market for Banner 
as a leading distributor of retreaded aircraft tires and a 
marketer of aircraft replacement parts. 


















railroads for mainline, feeder, and 
switching equipment. 

New Trademark 

Bookings of industrial lift trucks, 
used primarily for handling heavy 
materials in production processes, 
continued firm during the year. 

Steel, automotive, electrical, and 
aviation industries are important 
customers for our lift trucks which are 
used to move, hold, and turn mate¬ 
rials weighing up to 50 tons. 

Beginning in fiscal 1974, we will 
sell our industrial lift trucks under 
the new marketing designation of 
Auto-Lift. Reference to the Yale 
trademark in use when we purchased 
this line from Eaton Corporation at 
the end of fiscal 1971 will be phased 
out. In addition, we are expanding 
our lift truck marketing organization 
with a program to establish our 
own distributors to supplement those 
who represented the line under 
the Yale trade name. 

Market Coverage Broadened 

The electric utility industry’s 
accelerating needs for ceramic 
insulators, coupled with the increased 
popularity of brick and tile in 
building and construction, has 
enhanced potential for ceramic 
extrusion equipment internationally. 
Fate-Root-Heath’s extrusion machin¬ 
ery is sold both by our own direct 
sales efforts and through licensees 
abroad. During the year another 
licensee was added in Brazil and will 
service the expanding markets in 
South America and portions of 
Central America. 

Sales and production of Acimet 
industrial fasteners improved over 


last year. Fiscal 1973 also marked 
the first year for production of bolts 
in diameters ranging from one-and- 
a-half to three inches and in lengths 
up to 60 feet. We are continuing 
to broaden market coverage for 
our fastener lines in the heavy 
construction, electrical, mining, and 
machine tool industries. 

Increased participation in the 
electronics industry, excellent profit 
performance, and a move to larger 
facilities highlighted fiscal 1973 
operations at Technical Devices. 

Our precision electronic component 
manufacturing equipment, including 
fully automatic equipment for wave 
soldering printed circuit boards, 
is marketed both nationally and 
internationally. 

New Plant Added 

Increasing demand for aircraft 
tires and replacement parts is a key 
factor guiding the growth of 
Thompson Aircraft Tire and Banner 
Aircraft. Over the past five years, 
we have become increasingly 
involved in aviation from the stand¬ 
point of a distributor of replacement 
parts and new and retreaded tires for 
both commercial and military aircraft. 

Thompson Aircraft Tire opera¬ 
tions were expanded during the year 
with the addition of a tire retreading 
facility in Atlanta, Georgia. This 
brings to five the number of aircraft 
tire retreading plants we have 
serving commercial and military 
segments of the worldwide aviation 
aftermarket. The other Thompson 
Aircraft Tire facilities are located in 
Miami, San Francisco, New York, 
and Belgium. 


As one of the world's largest 
suppliers of retreaded aircraft tires, 
Thompson’s marketing efforts are 
predominantly oriented toward com¬ 
mercial airline business. Our tires, 
which must meet stringent regulatory 
agency requirements, are in use on 
aircraft flown by many commercial 
airlines worldwide. 

A Growth Business 

We project increasing domestic 
and overseas activity in the aircraft 
tire market. The general expansion 
of worldwide commercial airline 
traffic, the addition of new aircraft, 
an increasing number of tire sizes, 
and improved equipment utilization 
all have a bearing on the volume 
of new and retreaded tires 
purchased by airlines. 

Banner Aircraft International’s 
operations have been expanded to 
the United Kingdom. This has helped 
to reduce dependence on the Far 
East which has accounted for a 
good percentage of our aircraft parts 
volume. Also, we opened a sales 
office in Italy during the year, and 
plans are underway to expand service 
to customers in other countries. 

Completing its first full year of 
operation, Banner Aircraft’s 
Commercial Division entered fiscal 
1974 having successfully met the 
challenges that confront most 
operations during the start-up phase. 
We are continuing to enlarge our 
marketing base as demand increases 
for our commercial aircraft replace¬ 
ment parts which range from jet 
engines to communications and 
navigation equipment and 
other instrumentation. 


The heart of this rubber footwear manufacturing process, our precision-built 
SECO intensive batch type production mixer takes the raw rubber 
ingredients and masticates them to start production of the end product. 
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Five-Year Financial Summary 


Results Years Ended June 30 

1973 

1972 

1971 

1970 

Net Sales and Revenues. 

$72,836,789 

$58,804,759 

$49,785,473 

$50,491,576 

Income From Continuing Operations 
Before Income Taxes. 

4,896,731 

4,526,377 

2,255,428 

1,840,176 

Income Taxes . 

2,273,000 

2,168,000 

1,102,000 

901,000 

Income from Continuing Operations... 

2,623,731 

2,358,377 

1,153,428 

939,176 

Per Share and Share Equivalents ... 

.59 

.51 

.26 

.21 

Income Before Extraordinary Items ... 

2,673,901 

2,307,346 

782,652 

388,346 

Per Share and Share Equivalents . 

.60 

.50 

.18 

.09 

Net Income . 

2,673,901 

2,307,346 

782,652 

780,436 

Per Share and Share Equivalents . 

.60 

.50 

.18 

.18 

Average Shares and Share Equivalents. 

4,476,803 

4,628,601 

4,434,421 

4,434,621 

Year-End Position 

Current Assets. 

$23,831,689 

$27,887,851 

$18,545,069 

$18,686,293 

Current Liabilities . 

15,640,398 

18,996,635 

11,918,516 

12,296,710 

Working Capital. 

8,191,291 

8,891,216 

6,626,553 

6,389,583 

Current Ratio. 

1.5 to 1 

1.5 to 1 

1.6 to 1 

1.5 to 1 

Property, Plant, Equipment — Net_ 

$15,543,810 

$16,818,179 

$13,741,081 

$17,230,263 

Long-Term Debt . 

10,873,636 

15,372,646 

12,539,659 

16,727,052 

Stockholders’ Equity. 

14,366,536 

12,505,095 

10,110,677 

9,328,025 

Per Share. 

$ 3.31 

$ 2.81 

$ 2.28 

$ 2.10 


General Information 

Income From Continuing Operations 
as a Percentage of Stockholders' 

Equity. 

Income From Continuing Operations 
as a Percentage of Sales and 

Revenues . 

Depreciation and Amortization. 


20% 

4 % 

$ 2,370,065 


21 % 

4% 

$ 2,399,207 


12 % 

2% 

$ 2,207,003 


11 % 

2% 

$ 2,412,192 


1969 

$31,733,796 

1,535,651 

763,000 

772,651 

.18 

260,623 

.02 

82,125 

.02 

4,259,910 


$20,398,929 
13,944,309 
6,454,620 
1.5 to 1 
$18,224,450 
19,504,798 
7,901,770 
$ 1.78 


11 % 


2% 

$ 1,386,187 





























Consolidated Statements of Income 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30,1973 and 1972 



1973 

1972 

NET SALES AND REVENUES (Note 2). 


$72,836,789 

$58,804,759 

COSTS AND EXPENSES: 




Cost of sales and operating expenses. 


$58,374,544 

$46,319,755 

Selling and administrative expenses. 


8,321,371 

6,980,013 

Interest expense . 


1,244,143 

978,614 



$67,940,058 

$54,278,382 

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES .... 

$ 4,896,731 

$ 4,526,377 

PROVISION FOR TAXES ON INCOME: 




Current. 


$2,111,000 

$ 2,173,000 

Deferred. 


162,000 

(5,000) 



$ 2,273,000 

$ 2,168,000 

INCOME FROM CONTINUING OPERATIONS. 


$ 2,623,731 

$ 2,358,377 

INCOME (LOSS) OF OPERATING UNITS SOLD, 




net of applicable income taxes (Note 2). 


50,170 

(51,031) 

NET INCOME . 


$ 2,673,901 

$ 2,307,346 

NET INCOME PER AVERAGE COMMON AND COMMON 




EQUIVALENT SHARE (Note 5): 




Income from continuing operations. 


$.59 

$.51 

Income (loss) from operations sold. 


.01 

(01) 

NET INCOME . 


$.60 

$.50 


Consolidated Statements of Stockholders’ Equity 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30,1973 and 1972 



Common 

Paid-In 

Retained 

Treasury 


Stock 

Capital 

Earnings 

Stock 

BALANCE JUNE 30, 1971 . 

. . . $443,442 

$ 5,664,885 

$ 4,002,350 

$ 

Net income. 


— 

2,307,346 

— 

Shares issued upon exercise of stock options .... 

163 

6,909 

— 

— 

Fair market value of shares issued for 
services and acquisition of property. 

1,700 

78,300 

_ 

_ 

BALANCE JUNE 30, 1972 . 

... $445,305 

$ 5,750,094 

$ 6,309,696 

$ 

Net income. 

— 

— 

2,673,901 

— 

Cash dividends — 2 cents per share. 

— 

— 

(89,129) 

— 

Acquisition of 43,197 shares, at cost. 

— 

— 

— 

(143,621) 

Receipt of 120,000 shares as partial 
payment for operating unit sold (Note 2). 




(600,000) 

Shares issued upon exercise of 
stock options (Note 4). 

453 

19,837 



Fair market value of 5,000 shares issued for 
services rendered . 

_ 

(23.850) 


23,850 

BALANCE JUNE 30, 1973 . 

... $445,758 

$ 5,746,081 

$ 8,894,468 

$ (719,771) 







The accompanying notes are an integral part of these statements. 


















































































Consolidated Balance Sheets 

Banner Industries, Inc. and Subsidiaries 
June 30,1973 and 1972 


Assets 

1973 

CURRENT ASSETS: 

Cash. $ 2,999,865 

Receivables, less allowances for uncollectible accounts of 

$97,428 in 1973 and $202,840 in 1972 . 8,956,186 

Inventories, at lower of cost (first-in, first-out) or market. 9,864,109 

Prepaid expenses, etc. 

Total current assets. $23,831,689 


PROPERTY, PLANT AND EQUIPMENT, at cost (Notes 1,3 and 7). $34,119,235 

Less — Accumulated depreciation and amortization. 18,575,425 

$15,543,810 

OTHER ASSETS: 

Transportation operating rights (Note 1). $ 3,029,859 

Cost in excess of net assets of purchased businesses (Note 1). 1,608,213 

Other . 426,853 

$ 5,064,925 
$44,440,424 


Liabilities and Stockholders’ Equity 


1973 

CURRENT LIABILITIES: 

Short-term notes payable. $ 2,931,281 

Current maturities of long-term debt. 1,548,778 

Accounts payable. 5,732,553 

Accrued salaries and wages. 2,041,239 

Other accrued expenses. 1,909,994 

Accrued taxes on income (Note 8). 1,476,553 

Total current liabilities. $15,640,398 


LONG-TERM DEBT AND OTHER (Notes 3 and 6): 

Long-term debt (less current maturities above). $10,873,636 

Deferred Federal income taxes. 2,523,467 

Other deferred credits . 1,036,387 

$14,433,490 


COMMITMENTS AND CONTINGENT LIABILITIES (Note 6) 

STOCKHOLDERS' EQUITY (Notes 1, 3, 4 and 8): 

Common stock, 10 cents par value, authorized 12,000,000 shares, 
issued 4,457,584 (including 158,197 held in treasury) at 


June 30, 1973 and 4,453,046 at June 30, 1972 . $ 445,758 

Paid-in capital. 

Retained earnings. 

$15,086,307 

Less — Treasury stock, at cost. 

$14,366,536 


$44,440,424 


1972 

$ 5,196,381 

9.147.428 
11,563,613 

1.980.429 
$27,887,851 

$36,541,672 

19,723,493 

$16,818,179 

$ 2,979,859 
2,095,065 
417,365 
$ 5,492,289 
$50,198,319 


1972 

$ 3,202,713 
3,504,250 
5,724,788 
2,092,750 
2,552,360 
1,919,774 
$18,996,635 


$15,372,646 

2,081,000 

1,242,943 

$18,696,589 


$ 445,305 

5,750,094 
6,309,696 
$12,505,095 


$12,505,095 

$50,198,319 


The accompanying notes are an integral part of these statements. 







































































Consolidated Statements of Changes in Financial Position 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30,1973 and 1972 


SOURCE OF FUNDS: 

Net Income . 

$ 

1973 

2,673,901 

1972 

$ 2,307,346 

Add — Items not requiring current use of funds — 

Depreciation and amortization. 


2,370,065 

2,399,207 

Increase (decrease) in deferred Federal income taxes. 


162,000 

(5,000) 

Funds provided from operations. 

$ 

5,205,966 

$ 4,701,553 

Proceeds from sales of operating units (Note 2). 


4,244,810 

— 

Working capital acquired in the purchase of other businesses. 


— 

2,402,207 

Long-term borrowings of $6,685,000 incurred primarily for the 
acquisition of businesses, net of pre-payments on long-term 
debt and transfers to current maturities. 



1,680,748 

Other, net. 


228,247 

922,562 

Total funds provided. 

$ 

9,679,023 

$ 9,707,070 

APPLICATION OF FUNDS: 

Reductions of long-term debt of $5,212,000, net of 
additional long-term borrowings. 

$ 

3,733,194 

$ — 

Purchase of fixed assets, net. 


2,644,937 

3,890,719 

Working capital of operating units sold (Note 2). 


3,159,767 

— 

Additional purchase consideration resulting from settlement 

of shares contingently issuable (Note 4) . 


608,300 

_ 

Cost of companies acquired . 


— 

3,551,688 

Purchase of common stock for treasury. 


143,621 

— 

Cash dividends . 


89,129 

— 

Total funds applied. 

$ 10,378,948 

$ 7,442,407 

INCREASE (DECREASE) IN WORKING CAPITAL. 

$ 

(699,925) 

$ 2,264,663 

CHANGES IN WORKING CAPITAL REPRESENTED BY INCREASE (DECREASE): 
Cash. 

$ (2,196,516) 

$ 1,484,491 

Receivables . 


( 191,242) 

3,018,556 

Inventories . 


(1,699,504) 

4,027,615 

Short-term notes payable and current maturities of long-term debt. 


2,226,904 

(3,306,473) 

Accounts payable . 


(7,765) 

(1,911,745) 

Accrued taxes on income . 


443,221 

(1,093,551) 

Other . 


724,977 

45,770 

INCREASE (DECREASE) IN WORKING CAPITAL. 

$ 

(699,925) 

$ 2,264,663 


The accompanying notes are an integral part of these statements. 
























































Notes to Consolidated Financial Statements 

June 30,1973 and 1972 


1. Summary of Significant Accounting Policies: 

Principles of Consolidation. The accompanying 
consolidated financial statements include the accounts 
of the Company and its subsidiaries, all of which are 
wholly-owned. All material intercompany accounts 
and transactions have been eliminated. The accounts 
of foreign subsidiaries, which are not material 
in the aggregate, are translated at appropriate 
exchange rates. 

Depreciation and Amortization. The policy of the 
Company and its subsidiaries is to provide for 
depreciation and amortization of property, plant and 
equipment, principally by the straight-line method, 
at annual rates sufficient to amortize the cost of the 
asset during its estimated useful life. The principal 


rates of depreciation are: 

Buildings and improvements. 3% 

Transportation equipment.11 -20% 

Machinery and equipment.6-10% 


The amounts reflected as transportation operating 
rights and cost in excess of net assets of purchased 
businesses, in the accompanying consolidated balance 
sheets, are not being amortized since, in the opinion 
of management, there has been no diminution in 
the value of these assets. 

Research and Development. Research and 
development expenditures, including development 
costs of products, processes and product applications, 
are generally expensed in the year incurred 
rather than deferred. 

Pensions. The Company has pension plans 
covering the majority of its employees. Total pension 
expense, which includes, generally, amortization of 
prior service costs over thirty to forty years, was 
approximately $1,331,000 and $1,219,000 in 1973 
and 1972, respectively, after excluding $140,000 
and $147,000, respectively, related to 
discontinued operations. 

The Company's general policy is to fund pension 
costs accrued. The actuarially computed value of 
vested benefits exceeded the total of pension fund 
assets and balance sheet accruals at June 30, 1973, by 
$857,000. The estimated unfunded prior service 
cost not accrued in the accompanying balance sheet 
was approximately $2,100,000 as of June 30, 1973. 

2. Disposition of Operations: 

In April and June, 1973, the Company sold, for 
approximately book value, its Patterson Industries, Inc. 
and Misceramic Tile, Inc. subsidiaries for cash of 
$4,244,810 and 120,000 shares of the Company's 
common stock. The net operating results of the 
disposed entities (based on combined sales of 
$10,257,000 and $9,738,000 for 1973 and 1972, 


respectively) have been segregated in the accom¬ 
panying consolidated statements of income, 
net of related income taxes. 

3. Long-Term Debt: 

At June 30, 1973 and 1972, long-term debt 
consisted of the following: 

Interest Rale 1973 1972 

Notes payable to banks . 6 </ 2 % -9%% $ 3,988,797 $10,498,588 

Mortgage notes payable . 6 % - 9’/2 % 5,943,508 5,881,463 

Other notes payable ... 4% -9% 2,490,109 2,424,845 

Notes payable to officer . 6 % — _ 72,000 

$12,422,414 $18,876,896 

Less-Current maturities . 1,548,778 3,504,250 

Net long-term debt . $10,873,636 $15,372,646 


In October, 1972, Banner’s subsidiary, Commercial 
Motor Freight, Inc. (CMF), entered into a new 
Credit and Security Agreement (unsecured revolving 
credit agreement) whereby CMF may borrow and 
prepay without penalty an amount up to 85% of the 
current book value of revenue equipment, as defined, 
not to exceed $4,200,000. The credit agreement 
has no maturity date but may be converted into a 
five-year term loan if terminated by the lenders or 
the borrower as of any anniversary date. CMF had 
$2,020,000 outstanding under this line of credit 
at June 30, 1973. 

The agreement provides for a commitment fee 
of V 2 % per annum on the daily average unused portion 
of the revolving credit in effect and interest at 
V 2 % to 1% above the prime commercial rate on the 
principal balance of outstanding revolving loans. 

In addition, Banner has unconditionally guaranteed the 
obligation and has pledged, as collateral, all of the 
common stock of CMF to the banks. The agreement 
also provides, among other things, for restrictions on 
capital expenditures and tangible net worth and 
requires maintenance of certain working capital 
levels of both Banner and CMF. 

Under the most restrictive security agreement, 
consolidated retained earnings of the Company 
available for distribution to stockholders is limited to 
$2,000,000 plus 25% of consolidated net income 
derived in the year in which the dividend is paid. 

Principal payments on long-term debt obligations 
are as follows: $1,412,000 for 1975; $1,430,000 for 
1976; $957,000 for 1977; $544,000 for 1978; 
and $6,531,000 thereafter. 

4. Options, Warrants and Contingent Shares: 

Under a Qualified Stock Option Plan approved 
by the stockholders in 1968, options for shares of 
common stock, up to a maximum of 50,000 shares, 
may be granted to certain officers and key employees 
of the Company. The option price shall not be less 
























than the fair market value of the stock at the date 
of grant and options become exercisable over a 
five-year period and terminate not later than five 
years from the date of grant. 

Transactions related to the stock option plan for 
the year ended June 30. 1973 are summarized 


as follows: 


Price 


Shares 

Per Share 

Outstanding, beginning of period . 

. 40,825 

$4.12 -$6.62 

Granted. 

. 250 

$3.00 

Exercised . 

. 4,538 

$4.12 - $6.62 

Canceled . 

. 8,101 

$4.12 -$6.62 

Outstanding, end of period: 



Exercisable . 

. 28,186 

$4.12-$6.62 

Unexercisable . 

. 250 

$3.00 

Available for grant at end of year . 

. 15,401 


During the current year, 

the Company 

resolved 


its contingent share liabilities by issuing notes 
aggregating $608,300 (treated as adjustments to the 
purchase prices of related businesses acquired), 
by cash payments and by reserving 43,988 shares of 
common stock to be issued in the forthcoming year. 

The Company has warrants outstanding for the 
purchase of 150,000 common shares at a price of 
$12 per share which are exercisable any time prior to 
February, 1977. Also, in connection with a 1972 
acquisition, the Company issued warrants for the pur¬ 
chase of 163,749 common shares which are exercisable 
at $9 per share through June 30, 1974, and at annual 
increments of $1 per share thereafter to June, 1978. 
None of these warrants have been exercised. 

5. Earnings Per Share: 

Earnings per share have been computed in 
accordance with Opinion 15 of the Accounting 
Principles Board and are based on the weighted 
average number of common and common equivalent 
shares outstanding during each period. No significant 
dilution would result after inclusion of all potentially 
dilutive securities. 

6. Commitments and Contingent Liabilities: 

The Company has various lease agreements 
for facilities and equipment with aggregate annual 
rentals of approximately $1,038,000, and total 
obligations under the leases, which expire at various 
dates through 1996, of $12,261,000. Included in the 
above are sale/leaseback agreements which the 
Company entered into during 1970 and 1971, 
whereby land, buildings and other fixed assets of certain 
subsidiaries were sold for $3,415,000 and simul¬ 
taneously leased for periods of fifteen to twenty-five 
years with options to renew, in certain cases, for 
additional periods. Such lease agreements provide for 
annual rentals aggregating $404,000 and total rental 


obligations of approximately $8,445,000. The excess 
($370,000) of the sales proceeds over the net book 
value of the related properties has been reflected as a 
deferred credit in the accompanying consolidated 
balance sheets and is being recognized as reductions 
of lease rental costs over the various lease terms. 


7. Property, Plant and Equipment: 


Property, plant and equipment at June 30, 1973 
and 1972, consisted of the following: 


Land . 

Buildings and improvements 
Transportation equipment .. 
Machinery and equipment . 


1973 

$ 2,602,396 
9,216,649 
13,579,836 
8,720,354 
$34,119,235 


1972 

$ 2,636,452 
9,555,349 
13,331,623 
11,018,248 
$36,541,672 


Maintenance and repair expenditures are charged 
to income. Expenditures for betterments and major 
renewals are capitalized. The carrying amount of 
assets which are sold or retired and the related 
accumulated depreciation are removed from the 
accounts in the year of disposal and any resulting gain 
or loss is reflected in income. 

8. Federal Income Taxes: 

The accompanying consolidated balance sheets 
give recognition to anticipated future tax benefits to be 
received when certain costs, reserves, or deferred 
credits previously recorded by the Company enter into 
the determination of taxable income and to anticipated 
future tax benefits of the acquired tax loss carry-forward 
of its Belgian subsidiary. Anticipated tax benefits 
expected to be utilized currently are classified as 
prepaid expenses, etc., and the remainder has been 
offset against deferred taxes resulting primarily from 
the use of straight-line depreciation for financial 
statement purposes and accelerated depreciation 
for tax purposes. 

Prior to 1972, taxes of $961,000 otherwise payable 
were offset by operating loss carry-forwards and 
therefore are reflected in stockholders’ equity in the 
accompanying consolidated balance sheets. Because of 
restrictions and limitations related to net operating loss 
carry-forwards and the potential redetermination of tax¬ 
able income against which these carry-forwards may be 
used, as set forth in the Internal Revenue Code and 
Regulations promulgated thereunder, the use of all or 
any part of the aforementioned operating losses may 
be denied to the Company and its subsidiaries. 

The policy of the Company is to credit to income, 
by a reduction in the provision for Federal income 
taxes, an amount equal to the investment tax credits. 
These credits amounted to $95,000 in 1973 
and $122,000 in 1972. 






























9. Subsequent Event: 

In August, 1973, the Company guaranteed 
$1,700,000 principal amount of Stephens County 
Development Authority Revenue Bonds series 1973, 
consisting of $335,000 of serial bonds due May 1, 1975 
to 1980 inclusive, and $1,365,000 of bonds due 
May 1,1993, at an effective annual interest rate of 7.2%. 


Proceeds from this issue will be used to construct 
facilities in Toccoa, Georgia, which in turn will be 
leased by the Company with an option to purchase at 
a nominal amount at the end of the bond term. 

The Company intends to treat this transaction as 
a capitalized lease obligation. 


Auditors’ Report 


To the Stockholders 
and Board of Directors 
Banner Industries, Inc.: 

We have examined the consolidated balance 
sheets of Banner Industries, Inc. (a Delaware 
corporation) and Subsidiaries as of June 30, 1973 and 
1972, and the related consolidated statements of 
income, stockholders’ equity, and changes in financial 
position for the years then ended. Our examination 
was made in accordance with generally accepted 
auditing standards, and accordingly included such tests 
of the accounting records and such other auditing 
procedures as we considered necessary in 
the circumstances. 

In our opinion, subject to the effect on the 
consolidated balance sheets and statements of stock¬ 


holders’ equity of Federal income tax matters referred 
to in Note 8, the accompanying consolidated financial 
statements present fairly the financial position of 
Banner Industries, Inc. and Subsidiaries as of June 30, 
1973 and 1972, and the results of their operations and 
changes in financial position for the years then ended, 
in conformity with generally accepted accounting 
principles consistently applied during the periods. 

ARTHUR ANDERSEN & CO. 

Cleveland, Ohio, 

August 31, 1973. 











Banner Operations 

Banner Industries, Inc. 

Corporate Offices 
1605 Superior Building 
Cleveland, Ohio 44114 
216/696-4050 

Acimet Manufacturing Division 
Cleveland, Ohio 
216/692-2250 

The Advance Foundry Company 

Dayton, Ohio 

513/253-4148 

Banner Aircraft, Inc. 

South San Francisco, California 
415/871-5563 

Banner Aircraft International, Inc. 
Burlingame, California 
415/697-8310 

Banner International, Inc. 

Stamford, Connecticut 
203/327-5084 

Commercial Motor Freight, Inc. 
Columbus, Ohio 
614/231-1811 

Dubie-Clark Division 
Toccoa, Georgia 
404/886-2101 

Fate-Root-Heath Division 
Plymouth, Ohio 
419/687-4641 

Patterson Industries (Canada) Ltd. 
Scarborough, Ontario 
416/694-3381 

Skinner Engine Division 
Erie, Pennsylvania 
814/454-7103 

Technical Devices Division 
Culver City, California 
213/870-3751 

Thompson Aircraft Tire 
Corporation 
Miami, Florida 
305/885-3533 

South San Francisco, California 
415/589-3030 

Brentwood, New York 
516/273-0300 

Atlanta, Georgia 
404/874-9766 

Thompson Aircraft Tire Corporation 
(International) 

Frameries (Flainaut) Belgium 
065/673-61 


Banner Management 

Samuel J. Krasney 
Chairman of the Board and 
Chief Executive Officer, 

President 

Gordon D. Colton 
Executive Vice President 

David L. Burner 

Vice President—Finance 

Robert L. Lewis 
Secretary 

Melvin K. Allen 
Technical Devices Division 

J. Keller Cheek 
Dubie-Clark Division 

Miles W. Christian 
Fate-Root-Heath Division 

Gordon J. Colton 

Patterson Industries (Canada) Ltd. 

Gerald Forstner, Jr. 

Acimet Manufacturing Division 

Ray Hill 

Thompson Aircraft Tire (U.S.) 

George Clement 

Thompson Aircraft Tire (New York) 
Gordy R. Eure 

Thompson Aircraft Tire (Atlanta) 

Jack H. Kercheval 
Thompson Aircraft Tire (Miami) 

Ken Thomas 
Thompson Aircraft Tire 
(San Francisco) 

Arthur I. Hitchen 
Thompson Aircraft Tire 
(International) 

George A. Kramer, Jr. 

Advance Foundry 

Frank H. Laspia 
Banner International, Inc. 

Sam Spector 
Banner Aircraft 

Roger Cain 

Banner Aircraft International, Inc. 

Edgar J. Davies 
Banner Aircraft, Inc. 

Robert F. Todd 

Commercial Motor Freight, Inc. 

Russ Ward 

Skinner Engine Division 


Directors 

David L. Burner 
Gordon D. Colton 
Irving Z. Friedman 
Thomas R. Green 
Samuel J. Krasney 
Robert L. Lewis 
Sol J. Roth 
Robert F. Todd 


Independent Public Accountants 
Arthur Andersen & Co. 

Cleveland, Ohio 

General Counsel 

Ulmer, Berne, Laronge, Glickman 

& Curtis 

Cleveland, Ohio 

Public Relations Counsel 
David R. Buschman & 

Associates, Inc. 

Cleveland, Ohio 

Stock Exchange Listing 
American Stock Exchange 
Ticker Symbol: BNR 

Co-Transfer Agents & Co-Registrars 
Chase Manhattan Bank 
New York, New York 
Union Commerce Bank 
Cleveland, Ohio 


The Banner Industries, Inc. 

Annual Meeting of Stockholders 

will be held November 15,1973 at 
2 p.m. in the West Ballroom C of the 
Hollenden House Hotel at 
610 Superior Avenue, N.E., 
Cleveland, Ohio. A formal notice of 
the meeting together with a proxy 
statement will be mailed to 
each stockholder. 


Printed in U.S.A. 








Banner Industries, Inc. Corporate Offices: 1605 Superior Building, Cleveland, Ohio 44114 




